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#267 
REPLY TO: 


25X1A HG Eastern District 
Apiiter General 


& 
Washington, D. C. 
T January 1959 


SUBJECT: Report on Price Redetermination Audit 
The Perkin-Elmer Corporation 
Herwalk, Comecticut 


ee 


TO : Contracting Officer 
REF : DPS-5737 dated 20 Nov. 1958 
i. Beene of Jumacination- The results of the examination, 


Acditor's 
Combractor' a. Costs 


Loned 
conte ineurred to 26 septeaber 1958 [Ten] 


2. his contract was completed on 3 September 1956, when 
Items 2 and 4 were shipped to the customer. However, due to the 
lag in the contractor's accounting system all costs were not booked 
umtil 26 September 1958. In accordance with the Price Redeternt- 
nation Article, submission of the cost proposal was required within 
sixty (60) anys after completion. Aecordingly, a copy of the 
centractor's east proposal dated 13 November 1955 was furnished to 
the Project Auditor on 17 November 1958. 


3. Questioned costs stated in par. 1 are briefly described 
hereunder, with appropriate reference to attached schedules con- 


taining detailed explanations: 


®. Schedule 2 - Overtime Preutwum ($547): Not approved 
by the Contra eer. 
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Subj. Report on Price Redetermination Audit, The Perkin-Elmer Corp., 


Horvalk, Conn,,[__________t Kov 57 te 26 Sep 58 


Geeeranter is claiming G&A for this yaar cempoted at the book rate 

of for Rate acceptable to the Auditor for contract_cost BOS 
the same as proposed by the contractor to jo eeaaeeametal | 
C—Jauditor for finalization of certain [|] termination 

elains, 25X1A 


4, Although the contractor did not maintain records te support 
consumption of direct materials, we were able to eatisfy ourselves 
as to the reasonabllity of quantities procured for modification kits, 
apare parts kite and predictable overhaul parts by reference to the 
contract and requirement lists prepared by the Engineering Dept. 
Necessity of materials acquired for Unpredictable Overhaul of parts, 
totalling $6,680, could not be determined although quantities appear 
to be reasonable in view of the fact that they are less than ene (1) 
each for the sixtaen (16) unita being modified. 


§, The contractor has not yet complied with final property 
socounting requirements wider the Project. However, 1t was estab- 
lished by the auditor that residual inventories do exiet and we 
understand thet this infermation is now in process of being compiled. 
Settlement of this proposal should, therefore, be subject to the 
results of the property audit. 


Findings of the omilior sented Le atiached Beitte cet tanedules 
were discussed on 22 November 1958 with[_, Awat. to 
the General Menager. The Contractor's position is as follows: 


Scheduiss 1, 2 and 4: Does not concur. Approvals were 
not obtained due to the crash nature of the program and the security 
requirements, 


b. Sebsdule 3: Prefers to leave for negotiation. 


a= . : a6 Rest During 
the course of our eae Tee tans that an ‘ten of Gant easter -cuaed 
durable teet equipment, costing #1,214, had erroneously been charged 
to the contract, We pointed this cut to the contractor as a result of 
which this amcunt was credited te contract costs and deleted from the 
eost proposal, 


&. Comments on Profit: The contractor has not made a specific 
propesal for profit allowance but is leaving the amount to be determina 
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: Subj Report on Price Hedetermination Audit, The Perkin-Elmer Corp., 
25K Norwalk, Conn., (fo 1 Now 57 to 26 Sep 58 


by negotiation. Contract price consideration is eas follows: 


mae SEE aa 


| The amount of profit is to be determined by the extent to which the 
eontractor has performed the contract with efficiency, economy and 
ingenuity. 


The Contractor's position ie that the target price was contingent 
upon receipt of all trackers from the Government by $8 Hareh 1958; 
however, the last two (2) trackers were not received until late April 
1958, thue making scheduled delivery impossible and increasing the 
eost of the contract, The contractor further states that the work 

was stopped twice while waiting for the trackars, 


| However, it is pointed out that in accordance with article 30, 
Government-Furnished Froperty, if the property fs not delivered to 

the contractor by such times neceseary to meet delivery or performance 
dates, the contractor shall make a timely written request to the 
Gontracting Officer for equitable adjustment of the delivery or 
performance dates or the contract price, or both, as provided for in 
article 2, changes, To our knowledge, this waa not done. 


In addition, internal correspondence of the contractor indicated 
that if the contractor had been zhle to do all of the work at one 
time (and trackers vere available) actual costs would have exceeded 
contract target costs by $3 - $4,000. This appears to have been 
caused by the fact that the contractor greatly underestimated assembly 
laber in its target cost proposal, Actual assembly laber exceeds the 
target amount by approximately 850 hours. 


Accordingly, the matter of profit allowance is referred to the 
Contracting Officer for appropriate determination, 


| —SSaSe FOIAB3A 
Liaison Officer 

| Hastern Dietrict 

Auditor General 


| Approved For Release 2006/03/10 Br nee BREE Tonueoce 
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Exhibit & 
The Perkin-Elmer Corporation 
Horwalk, Connecticnt 
Summary of Examination of : oats 
auditor's 
Contractor's Costs Ref, 
Questioned Bote 
25X1A10 
(a) 
(2) 
(¢) 


Exolanatory Notes: 
{A} See Schedule 1. 
(B) See Schedule 2. 
{C) See Schedules 3 and 4. 
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Sehedule i 
The Perkin-Elmer Corporation 
Bory. Connecticut 
Subcon tra y 4pproved 


Year Ended 31 July 1948 


Subcontracts not approved by the Contracting Officer as 
required by the Subcontracts article of the contract: 


Re0. No. Subcontractor = For | Amount 
(7a? American Cam Co. ) Purchased finished 25X1 
18525 _ Lowry Engineering }) Spare parts (Cams) 


12831 Daco Inetrument Co. Modification Kits 
Total coste questioned 


3 
os $60 for overtime premium charges incurred 
by the Subcontractor not specifically approved. 
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Schedule 2 
The Perkin-Elmer Corporation 


eee 


Overtime Premim 
Year Ended 31 July 1958 


Overtime premiws for which specific approval was not obtained 
from the Contracting Officer? 


Premiums 
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Sehedule 3 


The Perkin-Elmer Corporation 
Rorvalk, Connecticut 


General & Administrative Expense Claimed for Year Ended 
31 July 1958 In Excess Of Acceptable Rate 


25X11 | 


25X1A10 SX1A10 


[| 48.0% (A) | [| ® i=] 25X11 | 


(a} Book Negotiated Rate 
Rate Rete sé Sference 


Year ended 31 July 56 
2sKIMI Goa amded Loy 57 |_| 
peer (1) Average rate difference for two year period 


(2) Actual dock rate year ended 31 July 1958 
Calculated rate - (2) minus (1) 
Rate Accepted by Auditer 23.00" 


“Rate recently proposed to Air Force Pesident 
Auditor for finalization ef aay 25X1 : 
termination claims, 


25X1A10 


(B) Manufacturing costs claimed 
Less Auditer's Costs Questioned (Schedules 1 & 2) 
Approved mamfecturing Costs 
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Schedule 4 


The Perkin-Elmer Corporation 
Rorwalk, Connecticut 


General & Administrative Expense on Direct Coste Questioned 
Year Ended 31 July 1958 


Direct Costs 
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